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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:
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OFFICIAL USE ONLY
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23 Silver Pine Dr

47
(No. and Surees FEE-2-9—esh -
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN RE TO THIS REPORT

Howard Hull (714)719-2384
{Area Code — Tdephone No.)

_ B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Kevin G. Breard. CPA An Accountancy Corporation

(Name — f individual, state last, first, mddie name)

9010 Corbin Avenue, Suite 7 Northridge California : 91324
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OATH OR AFFIRMATION

1, Howard Hull swear (or affirm) that, 1o the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HLH Securities, Inc.

as of
December 31 2003axe true and correct. 1 further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

Countyof _ RAL (£
Subscrlbed and sworn or afﬁrmed) to before
me this 25Tk day of

State of CA LIFOLIMIA Q/-éu,,(( M
. Sgmane

)

)
Notary Public “GLENNP GHESHIRE ]
Commission # 1347883
Notary Fublic - California
AR Orange County
This report** contains (check all applicable boxes): Mycomm&wm
(2) Facing page.  N— 2 = 5

(b) Statement of Financial Condition.

(c) Statement of Income (Loss)

(d) Statement of Changes in Firmain redirtor Cash Flows

(¢) Statement of Changes in Stockholdcrs Equny or Partners’ or Sole Proprietor’s Capital.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

() Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

(3) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
sohdanon

1)) An Oath or Aff‘l;matxon
(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

oo 0O ORRROXKRKK

*sEor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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KEVIN G BREARD, CPA

‘ ‘ AN ACCOUNTANCY CORFORATION

Independent Auditor’s Report

Board of Directors
HLH Securities, Inc.

I have audited the accompanying statement of financial condition of HLH Securities, Inc. as of
December 31, 2003, and the related statements of operations, changes in stockholders’ equity, and
cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the Company's
management. My responsibility is to express an opinion on these financial statements based on my
audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatements. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. I believe
that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of HLH Securities, Inc. of December 31, 2003, and the results of their operations
and their cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

My examination was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained on Schedules I-III are presented for purposes of
additional analysis and is not required as part of the basic financial statements, but as supplementary
information required by rule 17a-5 of the Securities and Exchange Commission. Such information
has been subject to the auditing procedures applied in the examination of the basic financial
statements and, in my opinion, is fairly stated in all material respect in relating to the basic financial
statements taken as a whole and in conformity with the rules of the Securities and Exchange
Commission.

”«2@&&-@

Kevin G. Breard
Certified Public Accountant

Northridge, California
January 26, 2004

NORTHRIDGE OFFICE PLAZA
9010 CORBIN AVENUE, SUITE 7
NORTHRIDGE, CALIFORNIA 91324
(818) 886-0940 « FAX (818) 886-1924
BreardCPA®@aol.com



HLH Securities, Inc.
Statement of Financial Condition
December 31, 2003
Assets
Cash $ 184.338
Total assets $ 184.338

Liabilities & Stockholders’ Equity

Liabilities
Accounts payable $ 138,593
Loans from officers | 2.500

Total liabilities 141,093

Stockholders’ equity
Common stock, no par value, 10,000,000 shares authorized,

10,000 issued and outstanding 6,180
Retained earnings _ 37.065

Total stockholders’ equity 43.245

Total liabilities & stockholders’ equity $ 184.338

The accompanying notes are an integral part of these financial statements.
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HLH Securities, Inc.
Statement of Operations
For the Year Ended December 31, 2003

Revenues
Consulting income $ 150,688
Interest and dividends 204
Total revenue 150,892
Expenses
Commissions 138,593
Other operating expenses 18,446
Less reimbursed expenses (5.000)
Total expenses 152,039
Income (loss) before income tax provision (1,147)
Income tax provision —
Net income (loss) $ (1.147)

The accompanying notes are an integral part of these financial statements.
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HLH Securities, Inc.
Statement of Changes in Stockholders’ Equity
For the Year Ended December 31, 2003

Common Retained
Stock Earnings Total
Balance, at December 31, 2002 $ 6,180 $ 41,212 $ 47,392
Cash dividends — (3,000) (3,000)
Net income (loss) - (1.147) (1.147)
Balance, at December 31, 2003 S 6,180 $ 37.065 $ 43245

The accompanying notes are an integral part of these financial statements.
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HLH Securities, Inc.
Statement of Cash Flows

For the Year Ended December 31, 2003

Cash flow from operating activities
Net income (loss)
Adjustments to reconcile net income (loss) to net cash
provided by operating activities:
(Decrease) increase in:
Accounts payable
Total adjustments
Net cash provided by operating activities
Cash flows from investing activities
Cash flows from financing activities
Proceeds from short-term loan payable - related party
Dividends paid
Net cash used in financing activities
Net increase in cash
Cash at the beginning of the year
Cash at the end of the year
Supplemental disclosure of cash flow information

Cash paid during the period ended December 31, 2003

Income taxes
Interest

$ 138,593

2,500
(3.000)

$  (1,147)

138.593

137,446

500
136,946

47.392

$ 184,338

The accompanying notes are an integral part of these financial statements.
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HLH Securities, Inc.
Notes to Financial Statements
December 31, 2003

Note1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

HLH Securities, Inc. (the "Company") was formed on August 29, 1988 in the State of California.
On June 9, 1992, the Company merged with a Nevada close corporation. The surviving
corporation bears the same name, but is now a close Nevada corporation. The Company is
principally engaged in the business of structuring investments to be offered primarily to pension
funds and/or other institutional investors. The Company is a member of the National Association
of Securities Dealers (NASD) and the Securities Investor Protection Corporation (SIPC).

The Company conducts business on a fully disclosed basis whereby the execution and clearance
of trades are handled by another Broker/Dealer. The Company does not hold customer funds
and/or securities. :

Summary of Significant Accounting Principles

The presentation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

The Company, with the consent of its Stockholder, has elected to be an S Corporation and
accordingly has its income taxed under Section 1372 of the Internal Revenue Code, which
provides that in lieu of corporate income taxes, the Stockholder is taxed on the Company's
taxable income. Therefore, no provision or liability for Federal Income Taxes is included in
these financial statements.

The Company has elected to report the statement of changes in stockholder's equity without
disclosing the accumulated adjustment account and other equity accounts pertinent to an S
Corporation. There is no financial impact to these financial statements.

Note 2: STATEMENT OF OPERATIONS

During the year ended December 31, 2003, the Company received reimbursements of expenses
from business partners totaling $5,000.




HLH Securities, Inc.
Notes to Financial Statements
December 31, 2003

Note 3: UNDUE CONCENTRATION OF RISK

The is an undue concentration of risk in the consulting income. The consulting income of
$150,688 is principally from one (1) source.

Note 4: RECENTLY ISSUED ACCOUNTING STANDARDS

In January 2003, the FASB issued Interpretation 46, Consolidation of Variable Interest Entities.
In general, a variable interest entity is a corporation, partnership, trust, or any legal structure used
for business purposes that either (a) does not have interest entity investors with voting rights or
(b) has equity investors that do not provide sufficient financial resources for the entity to support
its activities. Interpretation 46 requires a variable interest entity to be consolidated by a company
if that company is subject to a majority of the risk of loss from the variable interest entity’s
activities or entitled to receive a majority of the entity’s residual returns or both. The
consolidation requirements of Interpretation 46 apply immediately to variable interest entities
created after January 31, 2003. The consolidation requirements apply to transactions entered into
prior to February 1, 2003 in the first fiscal year or interim period beginning after June 15, 2003.
Certain of the disclosure requirements apply in all financial statements issued after January 31,
2003, regardless of when the variable interest entity was established. The adoption of the
Interpretation on July 1, 2003 did not have a material impact on the Company’s financial
statements.

In April 2003, the FASB issued SFAS 149, Amendment of Statement 133 on Derivative
Instruments and Hedging Activities, which amends and clarifies accounting for derivative
instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities under SFAS 133. The Statement is effective for contracts entered into or
modified after June 30, 2003. The adoption of this Statement did not have a material impact on
the Company’s financial statements.

In May 2003, The FASB issued SFAS 150, Accounting for Certain Financial Instruments with
Characteristic of both Liabilities and Equity. The Statement establishes standards for how an
issuer classifies and measures certain financial instruments with characteristics of both liabilities
and equity. It requires that an issuer clarify a financial instrument that is within its scope as a
liability (or an asset in some circumstances). It is effective for financial instruments entered into
or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim
period beginning after June 15, 2003. The adoption of this Statement did not have a material
impact on the Company’s financial statements.




HLH Securities, Inc.
Notes to Financial Statements
December 31, 2003

Note S: COMPUTATION OF NET CAPITAL

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15to 1. Net
capital and aggregate indebtedness change day to day, but on December 31, 2003, the Company
had net capital of $43,245 which was $33,839 in excess of its required net capital of $9,406; and
the Company's ratio of aggregate indebtedness ($141,093) to net capital was 3.26 to 1, which is
less than the 15 to 1 maximum ratio allowed for a first year broker/dealer.

Note 6: RECONCILIATION OF AUDITED NET CAPITAL TO UNAUDITED FOCUS

There is a difference between the computation of net capital under net capital Sec. Rule 15¢3-1
and the corresponding unaudited focus part [IA.

Net capital per unaudited schedule $ 43,481
Adjustments:
Cash 236
Total adjustments 236
Net capital per audited statements $ 43425
-7-




HLH Securities, Inc.
Schedule I - Computation of Net Capital Requirements
Pursuant to Rule 15¢3-1
As of December 31, 2003

Computation of net capital

Stockholders’ equity

Common stock $ 6,180
Retained earnings 37.065
Total stockholders’ equity $ 43,245

Less: Non allowable assets -
Net Capital ‘ 43,245
Computation of net capital requirements

Minimum net capital requirements

6 2/3 percent of net aggregate indebtedness § 9,406
Minimum dollar net capital required $ 5,000

Net capital required (greater of above) 9,406

Excess net capital $ 33.839
Percentage of aggregate indebtedness to net capital 3.26:1

There was a material difference in the net capital computation shown here and the net capital
computation shown on the Company's unaudited Form X-17A-5 report dated December 31,
2003. See Note 6.

See independent auditor’s report
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HLH Securities, Inc.
Schedule II - Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3
As of December 31, 2003

A computation of reserve requirement is not applicable to HLH Securities, Inc. as the Company
qualifies for exemption under Rule 15¢3-3 (k) (2)(1).

See independent auditor’s report
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HLH Securities, Inc.
Schedule III - Information Relating to Possession or Control
Requirements Under Rule 15¢3-3
As of December 31, 2003

Information relating to possession or control requirements is not applicable to HLH Securities,
Inc. as the Company qualifies for exemption under Rule 15¢3-3 (k) (2)(1).

See independent auditor’s report
-10-




HLH Securities, Inc.
Supplementary Accountant's Report
on Internal Accounting Control
Report Pursuant to 17a-5

For the Year Ended December 31, 2003




, REVIN G BREARD, CFPA

AN ACCOUNTANCY CORPORATION

i}

Board of Directors
HLH Securities, Inc.

In planning and performing my audit of the financial statements of HLH Securities, Inc. for the
year ended December 31, 2003, I considered its internal control structure, for the purpose for
safeguarding securities, in order to determine my auditing procedures for the purpose of
expressing my opinion on the financial statements and not to provide assurance on the internal
control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, I have made a
study of the practices and procedures followed by HLH Securities, Inc. including tests of such
practices and procedures that I considered relevant to objectives stated in rule 17a-5(g), in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule
15¢3-3. Because the Company does not carry security accounts for customers or perform
custodial functions relating to customer securities, I did not review the practices and procedures
followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications and
comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section

8 of Federal Reserve Regulation T of the Board of Governors of the Federal
Reserve System

The management of the Company is responsible for establishing and maintaining internal control
structure and the practice and procedures referred to in the preceding paragraph. In fulfilling this -
responsibility, estimates and judgements by management are required to assess the expected
benefits and related costs of internal control structure policies and procedures and of the practices
and procedures referred to in the proceeding paragraph and to assess whether those practices and
procedures can be expected to achieve the Commission's above mentioned objectives. Two of
the objectives of an internal control structure and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management's authorization and recorded properly
to permit preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

1
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NORTHRIDGE, CALIFORNIA 81324
(818) 886-0940 « FAX (818) 886-1924
BreardCPA®@aol.com




Because of inherit limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

My consideration of the internal control structure would not necessarily disclose all matters in the
internal control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which design or
operation of the specific internal control structure elements does not reduce to a relatively low
level the risk that errors or irregularities in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, I noted no
muatters involving the internal control structure, including procedures for safeguarding securities,
that I considered to be material weakness as defined above.

I understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its purpose
in accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects indicate
material inadequacy for such purposes. Based on this understanding on my study, I believe that
the Company's practices and procedures were adequate at December 31, 2003 to meet the
Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange

Commission, and other regulatory agencies which rely on rule 17a-5(g) under the Securities
Exchange Act of 1934 and should not be used for any other purpose.

Kevin G. Breard
Certified Public Accountant

Northridge, California
January 26, 2004
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